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While the National Health Insurance (NHI) 
will require an increase in health care spending 
that initially outstrips even projected GDP 
increases, the level of spending relative to 
GDP in 14 years’ time (6.2%) will be less than 
the current total health care spending of 8.5% 
of the GDP (Fig. 1).
This is according to preliminary cost 
estimates in the government’s Green Paper 
released last month after exhaustive research 
of similar models world wide and dynamic, 
ongoing consultation with National Treasury.1 
Treasury projects a modest real GDP growth 
from the existing 3.1% to 3.6% in 2011/2012 
and 4.2% in 2012/2013 –providing cold 
comfort for the initial launch of the most 
ambitious re-engineering of the South African 
health system ever attempted.
Firming up existing expert opinion that 
mandatory NHI contributions above a yet-to-
be-specified income threshold will probably 
result in forced migration of the middle classes 
out of medical aids onto the NHI, the Paper 
argues that initial spending on the NHI will 
be offset ‘by the likely decline in spending on 
medical schemes’. Using 2005/2006 Income 
and Expenditure Survey data, it points to 
the overall average level of contributions for 
all medical scheme members as standing 
at just over 9% of their income. The survey 
finds the lowest income medical aid members 
(comprising 40% of total membership) 
contribute 14% of their income, the middle 
(comprising 20% of members) nearly 12%, 
while the wealthiest (20% of members) fork 
out 5.5% of their income. How much an NHI 
mandatory contribution would ‘add’ to this 
(speculation centres on 5 - 6%), is set to create 
a storm of public debate when it is tabled. 
Proponents will almost certainly cite the 
benefits for the 84% of South Africans with 
no medical aid for whom any out-of-pocket 
expenses could have ‘catastrophic’ financial 
effects, as far outweighing the extra burden 
on existing medical aid members (financial 
or service quality).
The Green Paper’s intention is that the 
NHI benefits, to which all South Africans 
will be entitled, will be ‘of sufficient range 
and quality’ that everyone will have a real 
choice as to whether to continue medical 
scheme membership or simply draw on their 
NHI entitlements. 
Patient benefit provider – real or 
forced choice?
Whether that ‘real choice’ transpires will 
depend on the outcome of the first of three 
phases in a 14-year NHI implementation 
time-line. The first five ‘building block’ years 
will be dedicated to what the Paper terms 
‘drastic improvement’ of infrastructure, 
patient treatment, human resources, 
management and information systems 
and quality control (Table I). It warns 
pragmatically that ‘no amount of funding’ 
will ensure the sustainability of an NHI 
unless existing systemic challenges within 
the health system are addressed.
The jacking up of the health system will be 
piloted in 10 sites from next year, with Health 
Minister, Dr Aaron Motsoaledi, revealing 
that they would be chosen from a mix of 
richer and poorer districts ‘so we can ensure 
we get it right’. The Office of Healthcare 
Standards Compliance has already audited 
29% of public health facilities and aims 
to have 94% done by the end of March. 
Norms and standards will be set and health 
providers monitored by a special office set 
up by Parliament. Patients will be able to 
report poor treatment to an ombudsman. 
Motsoaledi said the choice of pilot sites 
would depend on the health status of the 
district and the management of institutions 
and transport systems. 
Primary health care (PHC) will be 
delivered at a district level via the following:
•   District-based specialist teams providing 
clinical support and oversight, especially in 
those districts with high disease burdens. 
Aimed primarily at the embarrassingly high 
levels of maternal and child mortality, they 
will consist of  a principal obstetrician and 
gynaecologist, a principal paediatrician, 
a principal family physician, a principal 
anaesthetist, a principal midwife and a 
principal primary health care professional 
nurse – with others added over time as the 
need arises.
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Fig. 1. Evaluation of scenario against fiscal space (2011 prices, R million).
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•   School-based services which will deal 
with immunisation, parasites, child abuse, 
school readiness, sexual health and nutrition.
•   Municipal ward-based PHC ‘agents’ (at 
least 10 per ward) will be allocated a certain 
number of families to monitor their health 
and encourage community involvement in 
promoting healthy behaviour. (There are 
over 4 000 wards in the country.) 
•   Accredited and contracted private 
providers practising within a district. 
Government will specify the range of 
services to be provided by private providers, 
including GPs, with the aim of ensuring that 
patients ‘don’t have to travel long distances 
for care’. These private providers will be 
compensated via the NHI fund, but details of 
how still need working out. All the document 
says is that accredited PHC providers will be 
reimbursed ‘using a risk-adjusted capitation 
system linked to a performance-based 
mechanism’. Annual payment will be linked 
to the size of the district’s population, disease 
profile, level of use and costs. 
Done properly, NHI will save 
thousands of lives
The Green Paper says that ‘Properly delivered 
through the primary health care streams, 
this [district] package could eliminate 21% 
to 38% of the burden of premature mortality 
and disability in children under 15 years 
of age, and 10% to 18% of the burden in 
adults’. The objectives of the unprecedented 
district clinical specialist support teams will 
be not only to promote innovative models of 
specialist health care closer to the patients’ 
home, but to advance integrated working 
practices between GPs and hospital-based 
specialists, improve service quality at the first 
level of care (by ensuring proper treatment 
protocols) and provide peer support for 
specialists already working in primary care. 
The Paper stresses: ‘These are not outreach 
specialists, but an integral and permanent 
feature’ of the new landscape.
Hospitals in South Africa will be 
re-designated as district, regional, tertiary, 
central and specialised. District hospitals 
will provide general medical services in four 
basic areas: maternity and gynaecological 
services, child health, general surgery and 
family medicine. They will also deal with 
trauma and emergency care, in-patient care, 
out-patient visits, rehabilitation services, 
geriatric care, and laboratory and diagnostic 
services. Aside from the four services offered 
by district hospitals, regional hospitals will 
provide orthopaedics, psychiatry, radiology 
and anaesthetics. They will receive referrals 
from district hospitals and provide specialist 
services to a number of district hospitals 
(preferably six or less). Tertiary hospitals 
will provide specialist services including 
cardiology, craniofacial surgery, diagnostic 
radiology, ear, nose and throat (ENT), 
endocrinology, geriatrics, haematology, 
human genetics, infectious diseases, as well 
as the other eight services offered by regional 
hospitals. They will also train.
Central hospitals are national referral 
hospitals attached to a medical school 
and provide a training platform for the 
training of health professionals and 
research. Specialised hospitals are usually 
one-discipline focused (e.g. tuberculosis 
or psychiatry). Private hospitals will also 
be contracted to deliver health services to 
all, and will be paid ‘using global budgets 
with a gradual migration towards diagnosis-
related groups with a strong emphasis on 
performance management’. Government was 
still developing ‘mechanisms for achieving 
cost-efficiency’ in contracting private 
providers.
The objectives of the 
unprecedented district clinical 
specialist support teams will be 
not only to promote innovative 
models of specialist health care 
closer to the patients’ home, 
but to advance integrated 
working practices between GPs 
and hospital-based specialists, 
improve service quality at the first 
level of care (by ensuring proper 
treatment protocols) and provide 
peer support for specialists 
already working in primary care. 
Table I. Phasing-In of National Health Insurance - The First 5 years
Key features Time-frames
1.   NHI White Paper and Legistative Process
•   Release of White Paper for Public Consultation
•   Launch of Final NHI Policy Document
•   Commencement of NHI Legislatie process
10 August 2011
December 2011
January 2012
2.   Manangement reforms and Designation of Hospitals
•   Publication of Regulations on Designation of Hospitals
•   Policy on the management of hospitals
•   Advertisement and appointment of health facility managers
August 2011
August 2011
October 2011
3.   Hospital Reimbursement reform 
•   Regulations published for comment on Hospital Revenue retention
•   Development of a Coding Scheme
April 2011
January 2012
4.   Establishment office of Health standards Compliances (OHSC)
•   Parliamentary process on the OHSC Bill
•   Appointment of staff (10 inspectors appointed)
August 2011
January 2012
5.   Public health facility Audit, Quality Improvement and certification
•   Audit of all public health facilities
•   21% already audited (876 facilities)
•   64% completed (2927 facilities)
•   94% completed (3962 facilities)
•    Selection of teams to support the development and support of quality 
improvement plans and health systems performance
•   Initiate inspections by OHSC in audited and improved facilities
•   Initiation of certification of public health facilities
End July 2011
by end of
December 2011
by end March 
2012
October 2011
February 2012
March 2012
6.   Appointment of District Clinical Specialists* Support
•   Identification of posts and adverts
•   Appointment of specialists
•   Contract with academic institutions on a rotational scheme
August 2011
December 2011
February 2012
7.   Municipal Ward-based Primary Health Care (PHC) Agents
•   Training of first 5000 PHC and agents
•   Appointment of first 5000 PHC Agents
•   Appointment of PHC team
December 2011
March 2012
April 2012
8.   School – based PHC services
•   Establish data base of school health nurses including retired nurses
•   Identification of the first Quintile 1 and or Quintile 2 schools
•   Appointment of school-based teams led by a nurse
August 2011
October 2011
November 2011
>> continued on p. 692
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Per capita health spending ‘grossly 
skewed’
In its underpinning motivation, the Green 
Paper cites the comparative per capita 
annual expenditure for a person on medical 
aid as R11 150 compared with expenditure 
on a public sector dependant person of 
R2 766 annually, commenting, ‘This is 
not an efficient way to fund health care’. 
Overpricing had led to a dramatic decline in 
medical schemes from 180 in 2001 to 102 just 
eight years later.  It cited the World Health 
Organization (WHO)’s  2008 report on 
three trends that undermined improvement 
of health care outcomes globally: hospital 
centrism with a strong curative focus, a 
fragmentation in approach which may be 
related to programmes or service delivery 
and ‘uncontrolled commercialism which 
undermines the principles of health as a 
public good’.
The paper defined uncontrolled 
commercialism as the practice that ‘turns 
goods and services into products for the 
sole purpose of generating profits’. It quoted 
UN Secretary General Ban-Ki Moon at the 
2009 UN General Assembly (on ‘Advancing 
global health in the face of crisis’) as saying: 
‘There is a cohesive, compelling ethical and 
pragmatic argument for an NHI. Investment 
to scale up basic health services can bring 
about a six-fold economic return, improved 
life expectancy, school attendance and 
generate a more productive populace with 
lower birth rates, thus investing more in 
fewer children.’
In other middle-income countries where 
an NHI was implemented, each extra year 
of life expectancy raised a country’s GDP 
per person ‘by about 4% in the long run,’ the 
Green Paper said.
Chris Bateman
chrisb@hmpg.co.za
1. Government Gazette, Republic of South Africa, 12 August 2011; 
554: No. 34523.st.
Table I. Continued
9.   Public Hospital Infrastructure and Equipment
•   Refurbishment and equipping of 122 nursing colleges
    First 72 nursing colleges and by end of financial year 2011-2012
•   Building of 6 Flagship hospitals and medical faculties through PPP’s
•   King Edward VIII Academic (KZN)
•   Dr George Mukhari  Academic (Gauteng)
•   Nelson Mandela Academic (E.Cape)
•   Chris Hani Baragwanath Academic (Gauteng)
•   Polokwane Academic (Limpopo)
•   Nelspruit Tertiary (Mpumalanga)
•   Refurbishment of public sector facilities
March 2012
Commence 2012
Ongoing
10.   Human Resources for Health (HR)
•   Launch of HR strategy
•    Short to medium term increase in supply of medical doctors and 
specialist
•   Increase in production of nurses
•  Increase in production of pharmacists
•   Increase in production of allied health professionals
September 2011
2012 – 2014
2012 – 2014
2012 – 2014
2012 -  2014
11.   Information Management and Systems Support
•    Establishment of a National Health Information Repository and Data 
Warehousing (NHIRD)
•   Provincial and District  roll-out of the NHIRD
•   Appointment of Information Officers and Data Capturers
July 2011
November 2011
November 2011
12.    Build capacity to manage NHI through the strengthening of District 
Health Authority
•   Creation of NHI district management and governance structures
•   Selection of Pilot Sites (First 10 districts)
•    Development and test the service package to be offered under NHI in 
pilot sites
•   Extension of Pilots from 10 districts to 20 districts
April 2012
June 2013
13.   NHI Conditional Grant to support piloting of initial work in 10 districts 
•   Piloting of the service package in selected health districts
•   Piloting fund administration
April 2012
14.   Costing model
•   Refinement of the costing model
•   Revised estimates
2012
2013
15.   Population registration
•    Partnership between Department of Science and Technology, Health 
and Home Affairs on:
•   Population identification
•   Population registration mechanisms
Commences
April 2012
16.   ICT
•   Scoping exercise with department of Science and Technology and CSIR
•   Design of ICT architectural requirements for NHI
April 2012
17.   Establishment of NHI Fund
•   Appointment of CEO and Staff
•   Establishment of governance structures
•   Establishment of administrative systems
2014
18. Accreditation and contracting of private providers by NHI Fund
•   Establishment of criteria for accreditation
•   Accreditation of first group of private providers
2013
2014
